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Important differences remain among the US, Mexican and Canadian positions on the parallel
accords for the North American Free Trade Agreement (NAFTA), despite the direct participation
of Trade Ministers Mickey Kantor (US), Jaime Serra Puche (Mexico), and Thomas Hockin (Canada)
in recent talks. The ministers led negotiations on July 29-30, then left discussions on July 31-Aug. 3
to their chief negotiators Rufus Yerxa (US), Herminio Blanco (Mexico), and John Weekes (Canada).
The three ministers were due to rejoin the talks on Aug 4. Sources close to the negotiations said the
three ministers have not been able to reach agreement on mechanisms to enforce labor standards
and environmental protection. According to news reports, however, the three trade ministers
did reach an agreement in principle on a labor charter that would promote the formation of
labor unions and encourage wage increases linked to productivity growth. Sources close to the
negotiations said the charter will serve as the preamble to an eventual parallel accord on labor.
But negotiations on the labor accord itself are stalled due to disagreements on a mechanism to
enforce labor standards, considered a crucial element in order for President Bill Clinton to assure
support for NAFTA ratification from US labor unions. In fact, on Aug. 1, in an interview with the
Los Angeles Times, Serra Puche explained Mexico's position, saying he favors the creation of a
special commission to review all labor complaints, in accordance with the existing labor laws in
each country. The commission would be responsible for channeling those complaints to the proper
authorities. The Mexican official emphasized that labor policies in each of the three countries
have historical precedents that cannot be ignored. For example, he said Mexican companies are
not allowed to replace striking workers, which is not the case in the US. Serra pointed out that
Mexico has signed 79 agreements with the International Labor Organization (ILO), which he said
demonstrates Mexico's commitment to labor rights. In comparison, he said the US has signed only
12 such agreements with the ILO, and Canada 30 agreements. The three countries also remain
deeply divided over the parallel accord on the environment. Here too, the main stumbling block is
establishment of an enforcement mechanism. Last week, the ministers agreed to several funding
options for environmental cleanup operations and infrastructure improvements on the US-Mexico
border. These include loans from the World Bank, bond issues, and incentives for private sector
participation. The US has also proposed other funding mechanisms, such as creation of a North
American Development Bank. On the other hand, the Clinton administration reportedly dropped
its request that Canada contribute up to US$10 billion for a fund to help clean up the border. Under
the bond proposal, a special commission would be established to oversee the issue of bonds to raise
between US$6 billion and US$8 billion. The funds would be used to clean up polluted areas and to
construct new sewage treatment and water purification systems. A US government official said the
proposed commission would have the same type of fundraising ability entrusted to the New York
Port Authority, which can float bonds funded through user fees. Some opponents of NAFTA argue
that funding levels proposed so far are not sufficient to address the current and future pollution
problems on the US-Mexico border. Cleanup costs alone have been estimated by some sources at
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US$30 billion. Evidence of pollution problems on the border was presented in a report released July
28 by the Washington-based Institute for Policy Studies (IPS). The IPS report suggested that the
35 companies which are most active in the Pro-NAFTA organization USA*NAFTA have all been
consistent violators of Mexican environmental and labor laws. The report was particularly critical
of General Motors, allegedly responsible for having dumped toxic chemicals such as methylene
chloride and xylene produced at a GM plant in Matamoros, Tamaulipas state into an open canal
at significantly higher levels than those allowed under US regulations. In an interview with the
New York Times, a GM spokesperson disputed the claim, stating that company studies found
only a trace of xylene in the Rio Grande near Matamoros. The spokesperson also asserted that
GM does not use methylene chloride at that plant. The IPS report also accused the E.I. du Pont de
Nemours & Company of transferring production of tetraethyl lead from Deepwater, New Jersey,
to Coatzacoalcos, Veracruz state, after the US government banned production of the chemical in
the US. In addition, the IPS report criticized the companies involved in USA*NAFTA for their labor
policies. According to the Institute, the companies in question laid off almost 178,000 workers in
the US between 1990 and 1992 as a result of jobs which were transferred to Mexico. Ratification
of NAFTA in the US Congress is uncertain at this point due to staunch opposition from members
of Clinton's Democratic Party who demand that the parallel accords contain strong enforcement
mechanisms. Some House Democrats have begun to question the administration's rush to submit
the treaty to Congress for ratification. "It appears that the administration has set its sights on
completing NAFTA negotiations before the August congressional recess," said House Majority
leader Richard Gephardt (D-Missouri). "I'm not convinced this is a good idea." For his part, Rep.
David Bonior (D-Mich) warned President Clinton that NAFTA has become such a divisive issue at
this point that other key administration proposals such as health care reform could be in jeopardy
if the treaty is put to a vote soon after the upcoming congressional recess. Other House members
have said they will not support NAFTA unless the treaty is completely renegotiated. One staunch
opponent, Rep. Collin Peterson (D-Minn), invited members of Mexico's Democratic Revolution
Party (PRD) to Washington to demonstrate that support for NAFTA in Mexico is not as solid as
the Salinas administration has claimed. The PRD visitors included Deputies Miguel Leon, Jorge
Derzon, and Enrique Rico. At a press conference, Rico said it is a widely-held misconception in
Mexico that NAFTA will be broadly beneficial to the Mexican population. "The fact is that NAFTA
was designed by President Carlos Salinas de Gortari to lock in certain rules that have benefitted
his political supporters, but that have led to declining standards of living for most Mexicans," Rico
said. In fact, an opinion poll conducted by Banco Nacional de Mexico (BANAMEX) in the last week
of April suggests support for NAFTA is declining among residents of Mexico City. Only one out of
every three respondents described NAFTA as "beneficial" for Mexico's economy, compared with
two out of every three in a similar survey conducted in November of 1990. Publicly, the Salinas
administration continues to project strong optimism that NAFTA will eventually be ratified in the
US Congress. But according to El Financiero daily business newspaper, the Finance Secretariat
(Secretaria de Hacienda y Credito Publico, SHCP) and the Banco de Mexico (central bank) are
considering a new set of monetary policies which would be implemented in case NAFTA is defeated
or delayed significantly. The new policies would seek to maintain the Salinas administration's target
of single-digit inflation and to protect the level of international reserves held by the central bank,
estimated at about US$22 billion. (Sources: El Financiero, 07/20/93; Washington Post, 07/27/93; New
York Times, 07/28/93, 07/29/93; Associated Press, 07/29/93; Agence France-Presse, 07/29/93, 07/30/93;
Journal of Commerce, 07/30/93; Notimex, 07/30/93, 08/01/93; Spanish news service EFE, 08/01/93;
Wall Street Journal, 08/02/93; Inter Press Service, Reuter, 07/29/93, 08/03/93)
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